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1FEDERAL HOME LOAN BANK BOARD  
Final rules implementing provisions of the Competitive Equality Banking Act of 1987 
(CEBA) have been published by the Federal Home Loan Bank Board (see the 1/6/88 
Fed. Reg., pp. 312-90). CEBA requires the Board, and the FSLIC, to issue 
regulations prescribing uniformly applicable accounting standards to be used by 
all insured institutions. The final rules include regulations governing thrift 
accounting, troubled debt restructuring, asset classification, and appraisal 
policies and practices of federally insured thrift and service corporations. 
Under the final rules addressing uniform accounting standards, the Board has 
decided that all unaudited financial statements issued by insured institutions, 
including counter-statements, and all financial reports filed with the Board, for 
all periods beginning on or after 1/1/89, shall be prepared in accordance with 
GAAP, except for certain deferred loan losses and gains and liquid asset mutual 
fund investments. All financial statements and reports filed on or after 1/1/89, 
shall include, in a footnote, a "full and fair" reconciliation of modified equity 
capital (or GAAP capital if an audited statement) with regulatory capital, the 
rule noted. The Board’s rule also enables institutions to utilize GAAP 
immediately. Reporting in accordance with GAAP, the rule noted, will require 
institutions, for all periods beginning on or after 1/1/90, to file financial 
statements and reports to the Board on a consolidated basis. The Thrift
Financial Report, the Board said, will contain instructions for the format for 
such consolidated reports. Regulatory capital is defined in the final rule as the 
sum of 1) modified equity capital; 2) definitional capital; 3) grandfathered risk 
analysis reporting (RAR) components of capital, and 4) accounting forbearances. 
Regarding other provisions of CEBA, the Board ruled that, concerning troubled debt 
restructuring, FSLIC-insured thrifts must account for the cost of funds in 
determining troubled loan loss allowances effective 12/31/87. As for 
classification of assets, the Board adopted a rule requiring thrifts to classify 
their assets as "sub-standard," "doubtful," and "loss." For assets classified 
under the "loss" category, thrifts must establish a specific allowance equal to 
100 percent of the loss or charge them off. As for appraisal policies, the Bank 
Board gave management of federally insured thrifts and service corporations the 
responsibility for appraisal policies under the following criteria: 1) every
appraisal be based upon the definition of market value, as set forth in the rule;
2) management must require an appraisal to be set forth in a narrative format, and
3) management must require that an appraisal contain a sales history of the real 
estate being appraised. The thrift's management must also develop and adopt 
guidelines and institute procedures pertaining to the hiring of appraisers. The 
effective date of each of the seven separate sections adopted by the Board varies.
SECURITIES AND EXCHANGE COMMISSION
Staff Accounting Bulletin (SAB) No. 76 has been published by the SEC. SAB No. 76, 
according to an SEC release, amends Topic 2-E of the staff accounting bulletin 
series to express the staff's views on the effect of certain de minimis sales by 
affiliates on compliance with the requirements of Accounting Series Release Nos. 
130 and 135 regarding risk sharing in business combinations accounted for as 
pooling of interest. SAB No. 76 is expected to be published soon in the Federal 
Register. For further information, please contact John A. Heyman at the SEC at 
202/272-2130.
TREASURY. DEPARTMENT OF
The fees to be charged for ruling letters, determination letters and opinion letters, 
as mandated by the Revenue Act of 1987, have been announced by the IRS. The 
procedures for collection of the fees were also announced. The IRS said that 
2beginning 2/1/88 each request for a ruling, determination or opinion letter must 
be accompanied by a check or money order made payable to the IRS. The guidance 
was issued in Revenue Procedure 88-8. The procedure contains a schedule of fees. 
A revenue procedure was issued rather than a regulation, the IRS said, "to provide 
rapid guidance to the public." Public comments on the revenue procedure are being 
sought by the IRS and should be sent to Assistant Commissioner (EP/EO), Attn: 
E:EP:P, 1111 Constitution Ave., N.W., Washington, D.C. 20224. Revenue Procedure 
88-8 is scheduled for publication in Internal Revenue Bulletin 1988-4, dated 
1/25/88.
Payors and plan administrators have been urged by the IRS to report the taxable amount 
of distributions from qualified plans on 1988 Forms 1099-R and W-2P, according to 
IRS Announcement 88-9. This action is necessary, according to the IRS, due to 
recent legislative changes affecting the taxability of qualified plan 
distributions which require increased numbers of retirees and plan participants to 
calculate the taxable amount of such distributions. Additionally, the IRS is 
considering a requirement that the payor and/or plan administrator calculate the 
taxable amount of qualified plan distributions. A public forum is scheduled on 
this issue for 2/17/88 at 10 a.m., in the IRS auditorium, 1111 Constitution Ave., 
N.W., Washington, D.C. The Service is particularly interested in comments on 
several issues, one of which is the length of time required for payors and/or plan 
administrators to implement an accurate reporting system. Individuals wishing to 
speak at the forum should contact Yurlinda J. Mathis at 202/566-3430. Written 
comments should be submitted to Gregory J. Stull, Employee Benefits and Exempt 
Organizations Division, Office of the Chief Counsel, IRS, 1111 Constitution Ave., 
N.W., Washington, D.C. 20224. Announcement 88-9 is scheduled to be published in 
Internal Revenue Bulletin 1988-4, dated 1/25/88.
"A nonelective deferred compensation plan maintained by a state or local government, 
or tax-exempt organization, will not be subject to the provisions of section 457 
for taxable years of employees" beginning before 1/1/88, the IRS announced in 
Notice 88-8 recently. A provision in the Tax Reform Act of 1986 (TRA '86) 
included nonelective deferred compensation in an employee's gross income. TRA '86 
amended Internal Revenue Code Section 457 to provide that employees participating 
in eligible deferred compensation plans may defer certain benefits until the 
compensation benefits are paid. The IRS said it "understands that prior to the 
publication of Notice 87-13 [published in Internal Revenue Bulletin 1987-4, dated 
1/26/87] certain state and local governments and tax-exempt organizations believed 
that section 457 was not applicable to any nonelective deferred compensation, 
vacation leave, sick leave, compensatory time, severance pay, disability pay, or 
death benefit plans." The IRS is "attempting to develop rules clarifying the 
extent to which section 457 applies to such plans," Notice 88-8 stated. In the 
meantime, the exemption has been granted for nonelective deferred compensation 
plans described above and the IRS has also determined that "a bona fide vacation 
leave, sick leave, compensatory time, severance pay, disability pay, or death 
benefit plan maintained by a state or local government or a tax-exempt 
organization will not be subject to the provisions of section 457 for taxable 
years of employees beginning before the issuance of guidance describing the extent 
to which these forms of compensation are subject to section 457." The IRS noted 
that the exemption applies to such plans whether they are elective or nonelective 
and that "no inference should be drawn from this notice as to the future treatment 
of such plans under section 457." Notice 88-8 is scheduled to be published in 
Internal Revenue Bulletin 1988-4, dated 1/25/88. For further information after 
reading the notice, please contact Rhonda G. Migdail at the IRS at 202/566-3938.
3TREASURY. DEPARTMENT OF
The treatment of salvage and reinsurance in determining the paid and unpaid losses of 
property and casualty insurance companies is the subject of proposed and temporary 
regulations (see the 1/5/88 Fed. Reg, p. 153 and pp. 117-119). The regulations 
require a property and casualty insurance company to adjust paid losses for all 
salvage in the course of liquidation and all reinsurance recoverable attributable 
to the paid losses. Estimated recoveries on account of salvage and reinsurance 
attributable to unpaid losses must be taken into account in calculating the 
reserve for unpaid losses. The temporary regulations make explicit that the term 
"salvage" includes subrogation claims. The treatment of salvage and reinsurance 
is a method of accounting. Adjustments must also be made for those insurance 
companies required to change their method of accounting for salvage and 
reinsurance under these regulations. The regulations are effective 1/1/88 and 
apply to taxable years beginning after 12/31/87. Written comments or requests for 
a public hearing must be delivered or mailed to the the IRS by 3/7/88. For 
further information after reading the proposed and temporary regulations, please 
contact William L. Blagg at the IRS at 202/566-3238.
THE WHITE HOUSE
Frank Sato. CPA, the recently retired Inspector General for the Veterans 
Administration (VA), has been awarded a 1987 Presidential Rank Award for the 
Senior Executive Service by President Reagan. Mr. Sato served as the Inspector 
General for the VA from 1981 until his retirement from government service earlier 
this month. President Reagan said, "The Presidential Rank Awards salute a small 
group of men and women, committed to excellence in service to our country, who 
have demonstrated leadership and skills instrumental in the efficient operation of 
their department or agency." In 1987, the VA Inspector General's office reported 
over $1.1 billion in potential monetary recoveries and cost efficiencies. Prior 
to his appointment at the VA, Mr. Sato served as the first Inspector General of 
the Department of Transportation and as the Deputy Assistant Secretary of Defense 
(Audit). He has received numerous awards including the Presidential Rank Award of 
Meritorious Executive in 1985 and the Department of Defense Distinguished Civilian 
Service Award in 1979. Mr. Sato has been a member of the AICPA since 1975.
For further information contact Shirley Twillman or Joseph Petito at 202/737-6600.
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